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production to meet the operating costs 
of that production, unless you show 
that within 60 calendar days after 
BLM’s notification— 

(1) Your operations to restore or es-
tablish new production are in progress; 
and 

(2) You are diligently pursuing oil or 
gas production. 

(b) If you demonstrate to BLM that 
reasons beyond your control prevent 
you, despite reasonable diligence, from 
meeting the requirements in para-
graphs (a)(1) and (a)(2) of this section 
within 60 calendar days after BLM no-
tifies you that there is insufficient pro-
duction to meet the operating costs of 
that production, BLM will extend the 
period of time to start those oper-
ations. 

PRODUCTION ALLOCATION 

§ 3137.100 How must I allocate produc-
tion to the United States when a 
participating area includes un-
leased Federal lands? 

(a) When a participating area in-
cludes unleased Federal lands, you 
must allocate production as if the un-
leased Federal lands were leased and 
committed to the unit agreement (see 
§§ 3137.80 and 3137.81 of this subpart). 
The obligation to pay royalty for pro-
duction attributable to unleased Fed-
eral lands accrues from the later of the 
date the— 

(1) Committed leases in the partici-
pating area that includes unleased Fed-
eral lands receive a production alloca-
tion; or 

(2) Previously leased tracts within 
the participating area become un-
leased. 

(b) The royalty rate applicable to 
production allocated to unleased Fed-
eral lands is the greater of 121⁄2 percent 
or the highest royalty rate for any 
lease committed to the unit. 

(c) The value of the production must 
be determined under the Minerals Man-
agement Service’s oil and gas product 
value regulations at 30 CFR part 206. 

OBLIGATIONS AND EXTENSIONS 

§ 3137.110 Do the terms and conditions 
of a unit agreement modify Federal 
lease stipulations? 

A unit agreement does not modify 
Federal lease stipulations. 

§ 3137.111 When will BLM extend the 
primary term of all leases com-
mitted to a unit agreement? 

(a) If the unit operator requests it, 
BLM will extend the primary term of 
all NPR-A leases committed to a unit 
agreement if, from anywhere in the 
unit area, there is— 

(1) Actual production from a well 
that meets the productivity criteria; 

(2) Actual or constructive drilling op-
erations; or 

(3) Actual or constructive reworking 
operations. 

(b) BLM will extend all NPR-A leases 
committed to the unit, as provided in 
the following table, for the following 
types of operations from any lease 
committed to the unit— 

Type of operations Length of extension Additional extension 

(1) Actual production ............................... As long as there is production from a well 
in the unit that meets the productivity 
criteria.

Does not apply. 

(2) Actual or constructive drilling oper-
ations.

Up to three years for an initial extension Up to three more years if you dem-
onstrate reasonable diligence and rea-
sonable monetary expenditures in car-
rying out the approved drilling or re-
working operations during the initial ex-
tension. 

(3) Actual or constructive reworking op-
erations.

Up to three years for an initial extension Up to three more years if you dem-
onstrate reasonable diligence and rea-
sonable monetary expenditures in car-
rying out the approved drilling or re-
working operations during the initial ex-
tension. 
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